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I, THE COMMUNIST BLOC 





Taiwad Strait situation; A series of clashes in the Kin-. 

. men area involving Communist and Nationalist air and naval 
elements occurred during the afternoon of 18 September, re- 
sulting, according to Nationalist claims, in five Communist 
MIG fighters shot down and one Communist motor torpedo boat 

Bunk and another damaged by Nationalist aircraft. One Na- 
ionalist vessel was damaged by Communist artillery fire. 


Peiping has issued another warning--the sixth--against intru~ 


Watch Committee conclusion--Taiwan Strait: The Chi- 
ese Communists. will Continue their efforts to interdict sup- 
ply lines to the offshore islands. 


WO WO 


The Chinese Communists now possess a capability to 
launch major attacks against the Kinmens, the Matsus, and 
smaller offshore islands with little or no warning. Seizure 
of one or more of the offshore islands is possible, but am- 
phibious lift necessary for an invasion of Kinmen and Lieh 
Hsu (Little Kinmen) and Matsu has not yet been observed. The 
Chinese Communists probably do not intend to initiate major 
offensive military action against Taiwan and the Penghus 
(Pescadores) but possess a cot for major air attacks 
against them. 


‘The Chinese Nationalists, fearing Us eouvee sols in talks 
with the Chinese Communists, might undertake independent 


provocative action calculated to embroil the US in hostilities. 
: Increasingly concerned over failures to resupply the Kinmens, 
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the Chinese Nationalists will put heavy pressure on the US 
to assure supply of the island, - 


Available evidence fails to reveal that the USSR has taken 
any measures, precautionary or otherwise, which might re- 
25X41 flect preparation for an early implementation of Soviet com- 


mitments to the defense of eee ae ae 


25X1 Hong Kong: A number of recent incidents off Hong Kong yy. 
indicate a Chinese Communist intention to apply the 12-mile Ye 
limit to the territorial waters around Hong Kong. On 15 Sep- gy 
tember, two Communist naval vessels forced two Royal Navy Ys 


motor launches off course until they nearly ran aground ‘within 
the.colony's-waters. . British‘authorities see the possibility of an "ex- 
change of fire," sintéthe withdrawal oftheir patralsiwould res 


in seriousdamage to British prestige; 
pe 
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Wy : 
' Yugoslav-Bloc relations: A number of Yugoslav officials _ 
Y, a 
have emphasized recently that they expect the Sino-Soviet _ 
bloc's anti- Yugoslav Campaign to intensify this fall. The Yugo- 
Z Slav chargé in Washington has declared that a break in diplo- 
matic relations with Peiping could occur any day. A further 
deterioration in Yugoslav-bloc relations is likely, but the Yugo- | 
L Slavs may be exaggerating the deores of the deterioration, 
 keepis-indonesia: Moscow has agreed to supply Indonesia / 
Y ith 200,000 tons of rice worth $20,000,000 under a new long- . 
erm credit. Communist China will probably deliver the rice 
to Djakarta, charging it to the Soviet trade account, Indonesia a 
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